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1 A. INTRODUCTION

2 Q. Please state your name, current position and business address.

3 A. My name is Leszek Stachow, and I am employed by the New Hampshire Public Utilities

4 Commission (Commission) as Assistant Director of the Electric Division. My business

5 address is 21 South Fruit Street, Suite 10, Concord, New Hampshire.

6 Q. Please summarize your educational and professional background.

7 A. My educational and professional background is summarized in Attachment 1.

8

9 Q. Please describe the process whereby Commission Staff is submitting testimony in

10 this case today?

11 A. Energy efficiency initiatives approved by the New Hampshire Public Utilities

12 Commission (Commission) and primarily coordinated through the Core programs have a

13 rich history in New Hampshire. Close collaboration between electric and natural gas

14 utilities, stakeholders, and Commission Staff(Staff) has resulted in a record of

15 achievement over the past 20 years.

16

17 Between 2007 and 20 15, a number of studies were performed that suggested that

18 additional opportunities for cost-effective energy efficiency existed beyond those

19 captured by the Core programs. In September 20 14, in its report, New Hampshire 10-

20 Year State Energy Strategy (State Energy Strategy), the New Hampshire Office of

21 Energy and Planning (OEP) recommended: “The Public Utilities Commission should

22 open a proceeding that directs the utilities, in collaboration with other interested parties,
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23 to develop efficiency savings goals based on the efficiency potential of the State, aimed

24 at achieving all cost effective efficiency over a reasonable time frame.”

25

26 In April of2014, the Commission directed Staffto investigate the establishment of a

27 state-wide Energy Efficiency Resource Standard (EERS). An EERS establishes specific,

28 long-term targets for energy savings that utilities or non-utility program administrators

29 must meet through customer energy efficiency programs. Staff gathered input from a

30 broad cross section ofstakeholders and developed an EERS Straw Proposal (Straw

31 Proposal).

32

33 The Commission opened docket IR 1 5-072 to receive written comments on the Staff

34 recommendations contained in the Straw Proposal. While support for the establishment of

35 an EERS was well received, there were requests for a broader consideration of issues and

36 for making use ofoutside expertise when establishing the EERS.

37

38 On May 8, 2015, the Commission opened this proceeding (Docket DE 15-137) to

39 establish an EERS. In its Order ofNotice, the Commission defined the scope of the

40 proceeding to include the following issues: savings targets; funding; program cost

41 recovery; lost revenue recovery; performance based incentives and penalties; program

42 administration; and evaluation, measurement, and verification (EM&V). Following the

43 commencement ofthe proceeding the Staffand parties engaged in numerous technical

44 sessions, which included expert presentations and the significant exchange of information
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45 and ideas. Staffs recommendations in this testimony are informed by those technical

46 discussions as well as Staffs investigation for the Straw Proposal.

47

48 B SUMMARY OF TillS TESTIMONY

49 Q. What is the purpose ofyour testimony?

A. The purpose of Staff testimony is to recommend a structure and a process for

Commission establishment and implementation ofa successful EERS.

50 Q. How is your testimony organized?

51 A. In the next section, Section C, Staffpresents an Executive Summary that provides an

52 overview ofour recommendations and conclusions concerning implementation of an

53 EERS for New Hampshire. Time lines, savings targets, necessary funding levels and key

54 administrative matters are contained in the Executive Summary. Section D addresses our

55 key conclusions. In section E, Staffexplains the division ofthe testimony and the

56 contributions ofeach Staffmember. Section F provides a high level, industry-wide

57 model illustrating savings targets, costs-to-achieve savings, and cost effectiveness.

58 Section G discusses all associated funding requirements. In Section H, Staff addresses

59 detailed program design matters including administration, safeguarding a robust EM&V

60 policy, and a proposed timeline for EERS implementation. Section I summarizes all of

61 Staff’s findings and recommendations.

62
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63 C. SUMMARY OF FINDINGS AND RECOMMENDATIONS

64

65 Q. Please summarize Staffs findings and recommendations.

A. The testimony includes twelve recommendations designed to build upon and enhance the

scope and effectiveness of the existing Commission-approved Energy Efficiency

programs and policy by embracing an EERS.

The following comprise Staffs recommendations:

66 1 . A proposed firm three-year target for energy efficiency savings and a ten-year notional

67 target to be confirmed at the end of the first three-year period.

68

69 2. Staff modeling examines two possible sets oftargets for the EERS: Plan A comprises a

70 limited plan; and Plan B is a more ambitious plan. Staff recommends approval of Plan

71 B.

72

73 Under Plan B and based on a 20 14 base year, the three-year proposed cumulative electric

74 savings target is 2.04 percent while the ten-year notional electric savings target is 14.48 percent.

75 The recommended threeyear savings target for gas is 2.39 percent while the ten-year notional

76 gas savings target is 13.96 percent. The performance incentives (P1) are 10 percent for both

77 electric and gas utilities

R6



78 FundinE

79 3. In order to compensate the utilities for lost revenues associated with energy efficiency,

80 Staff recommends the adoption of a lost revenue recovery mechanism for an initial

81 three-year period, to be replaced by a decoupling mechanism in the future.

82

83 4. Under Plan 13, for electric utilities the three-year funding requirement including Pt and

84 LRAM will be $108,215, 077. The equivalent funding requirement fbr gas utilities will

85 beS32A48,955.

86

87 5. For the initial triennium, funding may be achieved by raising the SBC and the LDAC.

88

89 6. Under Plan B, to meet the initial three-year targets, assuming primary funding through

90 the SBC and LDAC, the increase in the SBC would be $O.0022 per kWh in year 1 and

91 rise to $00170 per kWh in year 10. For gas, the initial three year LI)AC rate per therm

92 would be in the range of $O.034 per therm in year 1 and increase to $0. I 24 per therm in

93 year 10. \

94

95 Staffrecommends that beyond potential increases in the SBC and LDAC charges, the EERS

96 stakeholders collaborate with the utilities in developing sources ofprivate capital to be

97 implemented following the first three-year period. Possible sources of private capital may

98 include loan portfolio sales as well as asset-backed securitization.
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99 Implementation

100 1 . Staff recommends a permanent EERS Advisory Council (Advisory Council) be formed.

101 The Advisory Council would have as its primary role the development of consensus

102 among EERS stakeholders and recommendations for Commission administration of a

103 successful EERS. The Commission could designate the existing EESE Board to fulfill

104 the role ofthe Advisory Council and authorize the recovery of funds through the SBC

105 and LDAC for additional resources for the EESE Board. For example, to ensure the

106 success ofthe EER$, Staffrecommcnds that the Advisory Council be provided

107 suffIcient funds to hire an independent facilitator to manage the agenda. moderate

108 discussions, and motivate consensus, and subject-matter experts to inform policy

109 recommendations.

110

111 2. In looking to the future, Staff recommends that the Commission consider evolving the

112 EERS to include more “deep dive” applications than the existing Core programs in order

113 to maximize participation by all rate classes and income groups. In the short-term,

114 programs could be expanded to include greater use ofperformance contracting, Custom

115 Data Centers, and, where appropriate, voltage reduction /high efficiency transftrmer

116 optimization. The long-term scope ofcnergy efficiency could be influenced by

117 Commission progress within the broad area ofdemand response and smart grid

118 technology.

119

120
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121 3. Staficonsiders EM&V to be a vital part ofa successful EERS program and recommends

122 that funding be set aside for a New Hampshire specific Training Resources Manual

123 (TRM).

124

125 4. Start Date: Staifrecommends that the EERS commence January 1, 2017.

126

127 Q. Would you provide an overview of the Staff Model that derives savings, cost-to-

12$ achieve savings, and associated rate impacts.

129 A. Staff testimony provides two options for Commission consideration — Plan A and Plan B.

130 Both options are developed from a Staff Model that represents a high-level, industry-

131 wide model in which savings and cost-to-achieve savings are consolidated for the electric

132 utilities (Eversource, Liberty, Unitil and NHEC) and the gas utilities (Energy North and

133 Northern).

134

135 Q. Please describe the savings and cost-to-achieve savings for the electric and gas

136 utilities.

137 A. The electric utilities are described first both under Plan A and Plan B.

138 Electric Utilities: (see Attachment 2A for more information)

139 PlanA: For electric utilities, savings goals reach approximately 1.049 billion kWh by the

140 tenth year, 9.74 percent of2014 actual electric kWh usage. Annual savings goals

141 increase from 58 million kWh savings in 2017 to 171 million kWh savings in 2026.
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142 The estimated cost over ten years to achieve this savings goal is $555 million. Estimated

143 annual SBC costs increase from approximately $22 million in 2017 to $101 million in

144 2026. The estimated SBC rate required to achieve these savings goals increases from

145 $0.0020 per kWh in 2017 to $0.0092 per kWh in 2026.

146 Plan B: For electric utilities, savings goals reach approximately 1 .559 billion kWh by the

147 tenth year, 14.48 percent of2014 actual electric kWh usage. Annual savings goals

148 increase from approximately 61 million kWh savings in 2017 to 310 million kWh savings

149 in 2026. The estimated cost over ten years to achieve this savings goal is $867 million.

150 Estimated annual SI3C costs increase from approximately $23 million in 2017 to $187

151 million in 2026. The estimated SBC rate required to achieve these savings goals

152 increases from $0.0022 per kWh in 2017 to $0.0170 per kWh in 2026.

153 Gas Utilities: (see Attachment 2A for more information)

154 Ilw’i A: for gas utilities, savings goals reach approximately 2.5 million MMBtu by the

155 tenth year, 10.20 percent of2014 actual gas MMBtu usage. Annual savings goals

156 increase from 163 thousand MMBtu savings in 2017 to 374 thousand MMI3tu savings in

157 2026. The estimated cost over ten years to achieve this savings goal is $ 1 64 million.

158 Estimated annual LDAC costs increase from approximately $8.7 million in 2017 to $26.5

159 million in 2026. The estimated LDAC rate required to achieve these savings goals

160 increases from $0.0324 per therm in 2017 to $0.0791 per therm in 2026.

161 Plan B: for gas utilities, savings goals reach approximately 3.5 million MMBtu by the

162 tenth year, 13.96 percent of2014 actual gas MMBtu usage. Annual savings goals

163 increase from 172 thousand MMBtu savings in 2017 to 601 thousand MMBtu savings in
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